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..and Canada's outward orientation continued to soar... 


= Canada's export orientation (ratio of 
exports to GDP), increased by over 
50% between 1990 and 1998. 
Similarly, import penetration (ratio of 
imports to GDP) increased 45 
dramatically during this period. 


Ratios of Exports and Imports to GDP 


m@ Exports 


(2 Imports 


' : : 7 
>» Canada's export orientation z 


continued its upward trend in 
1999, reaching 43% for exports 
and 40% for imports. 


Canada's trade orientation is more 
than two and a half times that of the 
other G7 countries, and the gap is 
widening. 


1990 1995 1998 1999* 


>» The marked increase in two-way “Last four quarters bf 
E Source: Compilations based on Statistics Canada data 
trade suggests increased 
product specialization. 
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...and across all manufacturing industries 


Export Orientation* % Change in 


‘ Export 
(Manufacturing Industry) ientation, 


1990-96 


= The number of manufacturing Electrical & electronics iy | 81.4 15.1 
industries relying on foreign Transportation equipment ian” 79.2 3.5 
markets for at least 50% of their Primary metals Mm 73.5 We 


Machinery i =| 68.7 38.8 


sales doubled (from 4 to 8) Furniture & fixtures BM CCG 


between 1990 and 1996. Rubber NY «65.7 
Wood Ss 65.4 
>» Increased reliance on Paper i 64.2 


i i Primary textiles HH =| 46 
exportation was especially ae 
strong in Clothing, Printing Chemicals & chemical pasar 4,55 


& publishing, and Furniture 


& fixtures. Non-Metallic minerals = 
Refined petroleum & coal _ 29.9 


Food & Beverages [i | 19 1990 1996 


Printing & publishing J | 8.6 
Percent 


“Exports as a Percentage of Shipments 
Source: Compilations based on Statistics Canada data 
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Canada's share of world exports rebounded somewhat... 


Canada's Share of Merchandise Exports 
= Between 1991 and 1996, Canadian 
exports grew faster than in most other 10 
countries resulting in a small increase 
in Canada's share of exports. 8 


> Despite these gains, Canada's 6 Share of OECD exports 
export shares remain ZL 
considerably below levels in “_———_ 
4 


1985. 
Share of world exports 


Share of G7 exports 


Percent 


0 
1985 1990 1996 


Source: Compilations based on data from the World Trade 
Database, Statistics Canada and the OECD 
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Source: World Trade Organization 
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..and maintained its position as 7th largest merchandise importer 


Merchandise Imports Average Annual 
(15 Largest Importers) Growth in Imports 
1990-1998 
United States mm 7.8% 
Germany ei 3.5% 
United Kingdom 4.4% 
= The top 15 importing countries France eal 2 5%, 
matches closely to that of 
Japan —_ 2.2% 
exporters and has not changed : 
considerably from year to year. italy ey 2-1 
Canada a _ 6.7% 
Hong Kong, China 10.4% 
Netherlands —__ 4.9% 
Belgium/Lux a 4.2% 
China 12.8% 
Spain 5.3% 
: 81990 
Mexico Pa 15.7% 
[11998 
Taipei, Chinese faa 8.4% 
Singapore 6.6% 
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The share of Machinery & equipment imports has increased as well 


Distribution of 
Canada's Imports by Industry 


Services 


Consumer & Other 


m= There has been a steady increase in 
the share of Machinery and 
Equipment imports largely at the 
expense of Service imports. 


Automobiles 


Machinery & 
equipment 


> The share of Machinery and 
equipment imports increased 
from 25% in 1990 to 28% in 
1998, while the share of Service 
imports dropped from 19% to 
15%. 


Industrial Goods 
& Materials 
Forestry Products 


Energy Products 
Agriculture & Fishing 


Canada's Total Imports of 
Goods & Services, $ Billion 


1990 1995 1998 
175 277 357 


Source: Compilations based on Statistics Canada data 
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The export performance of Team Canada Sectors was exceptional... 
Team Canada Sector Exports to World 


ili Growth* 
Billions $ 1990-98 
= Team Canada Sectors performed Aatcsnece © Peters El ia GER 
well in the nineties. Le 
Agri-Food | 22.9 


>» Export growth was greater than AMT [|3.4 20.3%) 
total export growth in nine out TAVITA | 75.8 (40.0% 
of the ten sectors. PEE 

Building i | 16.1 14.1% 

> Furthermore, Team Canada Electrical Power & Equipment [Js AecOnASGe 14.5%) 
Sectors as a share of total EAVIO |o7 =a 14.5% 
exports rose from less than | pot is, 

. ‘ é 2%) 

47% in 1990 to more than 50% Health [] 3. nee 
in 1998. ict J jas 12.4% 
Plastics [| 7 (15.9% 


Total 7 =: : 
9.9% 
Exports mm 7 oes : 


Team Canada Sectors Share of Canadian Exports 


% 


Advanced Manufacturing 
Technology exports have been 
growing at more than 20% per 
year! 


1990 1992 


* Average annual growth. 
Source: Industry Canada compilations based on Statistics Canada data 


1992 1996 1998 
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In the 1990's, real exports outpaced real imports... 


™ Real exports grew 15% faster than 
real imports over the 1990s — 8.2% 
compared with 7.1% per annum. 


Annual Growth of Real Exports and 
Real Imports of Goods and Services 


16 


Real Exports 
14 


: 80-84 90-94 1996 1998 
While real exports grew faster 85-89 1995 1997 1999* 
than real imports for all of the 
1990s, real imports actually grew *Last four quarters 
faster in 1999 — 1 1.9% vs. 10.5% Source: Compilations based on Statistics Canada data 
for the growth in real exports. 
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The importance of the U.S. market for our exports increased dramatically... 


= The U.S. share of Canadian exports has 


increased every year from 1990 to 1999, with Canadian Merchandise Export Market 
the exception of 1995 — an increase of more Share by Region 
than 12 percentage points in less than 10 


years. 


Both Europe and Asia-Pacific lost 
considerable share over the same period, 
declining 4 and 6 percentage points 

respectively. 


» Asia-Pacific experienced an unusually 
rapid drop between 1997 and 1999 as 

a result of the region's economic fOr. 
difficulties. 


Latin America's share of Canadian exports Asia-Pacific 


stayed relatively constant for the past 10 
decade at under 2% of Canadian exports, : ee ae 
E 


but has trailed off slightly in recent years. rope 


oe, Latin 
0 Ameri 
1990 1995 1G90ee 5 


Over the first three quarters of 
1999, 87.1% of our merchandise 
exports were destined for the 
U.S., up from 84.7% in 1998. 


“Last four quarters 
Source: Compilations based on Statistics Canada data 
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The recent Canadian export boom is largely a result of the strong U.S. 
economy 


Growth Rate of U.S. Merchandise 
Imports and Canadian 
Merchandise Exports to U.S. 


m= There has been a very strong 
correlation between the growth in the 200 
U.S. merchandise imports and the ive 


growth in Canadian merchandise 


exports to the U.S. over the nineties. -e 


\ 


The U.S. economy is expected to 160 
continue to perform well in 2000 and 
2001, making for a sunny outlook for 


Canadian exports. 140 


120 
100 


80 
1990 


Source: Industry Canada compilations based on data from 
U.S. Department of Commerce and Statistics Canada. 
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Foreign Direct Investment 
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Canada has become a net exporter of capital... 


Canada's Inward and 
Outward FDI Stock 


Outward___, 


# In the 1990s, the stock of Canadian FDI 
outward FDI has grown ata 
significantly faster pace than the stock 
of inward FDI in Canada. 


> In 1996, for the first time in Canadian 
history, stock of outward FDI 
exceeded that of inward FDI, making 
Canada a net exporter of capital. In 
1998, the stock of outward FDI was 
10.5% above that of inward stock. 


$ Billion 


m The strong increase in outward FDI is 
indi h i nfi e 
on Ing ICAtOh onthe gow ng cenhdenc Foreign Direct Investment Stock 
and dynamism of Canadian-based $ Billion 
lla 1985 1990 1998 


Outward 60 98 240 
Inward 90 131 217 


Source: Compilations based on Statistics Canada data 
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FDI inflows to Canada rebounded strongly In the 1990s... 


= The 1990s have marked a significant 
resurgence of inward FDI flows to Canada. 


> FDI flows increased at an average 
rate of 31.9% per year between 1991 
and 1998, compared to a decrease of 
25.6% per year between 1987 and 
1991: 


The U.S. accounted for more than 
70% of cumulative net FDI inflows to 
Canada between 1990 and 1998. 


= Trends in FDI flows and merger and 
acquisition activity are positively 
correlated. 


> In 1998, foreign takeovers in Canada 
reached a record-level ($16.2 billion), 
representing more than 70% of FDI 
inflows that year. 
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$ Billion 


Change in Inward FDI Stock and 
Foreign Acquisitions in Canada 


wees (nward FDI Flows in Canada 
|__| Foreign acquisition 
of direct investment 
interests in Canada 


milter 


Source: Compilations based on Statistics Canada data 
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...but Canada's share of North American inward FDI has declined 
Steadily... 


Canada's Share of North 


= Between 1990 and 1998, Canada's American FDI Stock 


share of North America's inward FDI 
stock declined by 7.6 percentage 
points to 13.6%. 


Over 90 percent of this decline is due 
to the reduction in Canada's share of 
U.S. outward FDI. 


>» But, Canada's share of 
non-U.S. FDI in North America 
has also been falling. 


Note: 1997 and 1998 data for Mexico, adding flows to 1996 stocks. 
Source: OECD, Statistics Canada, BEA, SCOFI 
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However, the U.S. share of Canadian FDI stock rebounded 
significantly 


Geographic Distribution of 
Canada's Inward FDI Stock 


m After declining between 1985 and ee Pacific Rim & 
1990, the U.S. share of Canadian aye rad 
inward FDI increased significantly - 
after 1990. 


>» The U.S. share of foreign direct 
investment in Canada 
increased by 4 percentage 
points after 1990, reaching 68% 
in 1998. 


The U.K. share of FDI in Canada 
fell 5 percentage points over 


; 1985 1990 1998 
the same period. 


FDI Stock, $ Billion 


1985 1990 1998 — 
FDI 90 131 217 


Source: Compilations based on Statistics Canada data 
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Inward FDI flows account for a large portion of Canada's capital 
formation 


Ratio of FDI inflows to Business 
Gross Fixed Capital Formation* 
m Inthe 1990s, the importance of FDI 
flows for business investment has 
increased. 


>» Its share of business investment 
increased from 4% in 1991 to 
21.2% in 1998 — averaging 13% 
for the decade. 


1990 1998 


“Excluding residential structures 
Source: Compilations based on Statistics Canada data 
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...mainly in high technology-intensive industries 


Share of Foreign-Controlled 

Operating Revenues by Industry % Change 
1989-1996 
= Foreign control is highest in the Chemical Products & Textiles 64.4 11.3 

manufacturing sector, specifically in 
high-tech manufacturing industries Transportation Equipment 
— Chemical Products & Textiles, 
Transportation and Electrical and 
Electronic Products. Machinery & Equipment 


18.4 


34) 
oC 
b 
p 
fe) 


Electrical & Electronic Products 
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= Between 1989 and 1996, the share of Energy 


foreign-controlled revenues increased Metallic Minerals & Products 
the most in Chemical Products & 

Textiles, Transportation Equipment 
and Consumer Goods & Services, all Finance & Insurance 27.0 8.2 


of which increased by more than 6 
percentage points. Consumer Goods & Services Iii | 23.2 37.9 


ND 
© 
z-S 
i) 
= 


Wood & Paper 


~) 
2 
Te) 
ob 
N 
ror) 


; : Communications [iii | 16.5 42.0 

= Itis only in the Energy sector that the 1989 1996 
share of foreign controlled operating Services fl | 13:3 65.5 
revenues declined. Construction & Real Estate fll | 10.4 33.6 


All Industries* CO | 32.8 


*excludes investment and holding companies 
Source: Compilations based on Statistics Canada data 
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.. resulting in a sharp rise in the stock of outward FDI 


Growth in Canada's Outward FDI Stock 
% 20 


15 


™ The share of outward FDI stock in 
Canada's GDP is up dramatically, rising 
by 12 percentage points between 1990 
and 1998, to nearly 27%. 
85 87 89 91 93 95 98 


# In the 1990's, outward FDI stock grew 
at an astonishing average annual rate 
of more than 11.5%, significantly faster 
than growth of inward FDI stock. In Canada's Outward FDI Stock as 


1998 it increased by 16.5% a share of GDP is 


Canada's outward FDI stock has 

doubled since 1993 - increasing 

from $120 billion in 1993 to $240 
billion in 1998. 


Source: Compilations based on Statistics Canada data 
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..and moving increasingly into services 


Industry Distribution 
of CDIA Stock 


Services & 
Retailing 


= Between 1985 and 1998 the share : _. | Finance & 
of services industries in Canada's Insurance 
outward FDI stock increased by 16 
percentage points, occurring 
mainly at the expense of 
resource-based and other Resources 
industries. 


4 Mach. & transp. 
eqpt. 


Percent 


Other 
> Finance and insurance — : oo Industries* 


industries increased their 
share from 21 percent in 1985 1985 1990 1998 
to 33 percent in 1998. CDIA Stock, $ Billion 


1985 1990 1997 
60 98 194 


* Includes Food, beverages and tobacco, Chemicals, chemical 
products and textiles, Electrical and electronic products, 
Construction and related activities, and Communications. 
Source: Compilations based on Statistics Canada data 
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Trade and FDI complement each other 


Shares of Major Regions/Countries in 
Total Trade* and Total FDI Stock** 
of Canada, 1998 


maShare of Trade 
= Canada's trade and FDI activities in CoShare of FDI 


Canada are highly correlated: 
countries or regions with relatively 
high shares of Canada's total trade 
also account for relatively high shares 
of Canada's total (inward plus 
outward) FDI. 


This is largely due to a high degree of 
intra-company trade by foreign 
subsidiaries operating in Canada and 
Canadian subsidiaries operating 
abroad. For example, intra-company 
trade accounts for about 70% of total 
trade of U.S. subsidiaries in Canada. 


* Exports plus imports. 
* Inward plus outward FDI stock. 
Source: Compilations based on Statistics Canada data. 
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Canada's Trade and Investment 
~~ Performance in Latin America 
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Export growth to Latin America has been rapid 


m™ Canada's exports to Latin America 
have experienced double digit 
growth rates in the 1990's. 
However, Latin America's share of 
Canadian Exports has only edged 
up slightly as growth has been 
matched in the U.S. 


= Mexico is the single largest 
destination for Canadian exports to 
Latin America, making up 18.4% of 
the region's total. 


| Lee Industry Canada ___ Industrie Canada 


Latin America Share of Canadian 
oie Exports 


1.8 


1.6 


1985 1990 1998 


Merchandise Exports to Latin America : ¥ 
Billions$ Growth* Share 


90-98 1998 
G3.5% 17.4% 


Se 


Brazil | 


Argentina 5%) 4.3% 


Chile 0.3 


6.7% 4.3% 


Peru [loz 2.4% 

Other South America : 18.3% 
Central America / _ 35.0% 
Mexico | 18.4% 


“Average annual growth rate 
“Share of total exports to Latin America 
Source: Industry Canada compilations based on Statistics Canada data. 45 
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..and imports as well 


= The share of Team Canada 
Sectors imports also increased 
significantly during the 1990s — 
from 59.3% in 1990 to 64.6% in 
1998. 


Similar to exports, Agri-Food, 
Automotive, and ICT make up the 
majority of Team Canada Sector 
imports from Latin America. 
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Team Canada Sector Share of Imports 
from Latin America 


59.3% 64.6% 


1990 1998 


Team Canada Sector Imports from Latin America 


Millions $ Growth* Share** 
1990-98 1998 


Aerospace | 


Agri-Food| 8.1% 20.4% 


Automotive | 
Building | — 
Enviro | 91.0 : 
Health }] 82.7 
ICT] 


Plastics | 59.4 


Total 12,962.8 43.9% 
Imports — 
“Average annual growth rate 
“Share of Team Canada Sector imports 
Source: Industry Canada compilations based on Statistics Canada data. 47 


‘eJep EPEUeD SdI}SI}B]}SG UO peseq SuOe|IdWOD epeueyd Aujsnpu| :30JNOS epeuey alysnpul epeueg Aajsnpu| 
OdIxay\y 0} suodxa JO}OaS epeueD Wea, JO aeUS,, ; Ll a A 


9321 yymoi6 jenuue abesany, 


7] syodx 
_| yeyoL 


%E9 ALP) 
Se” 
%G Ce L L %6'6 
%bb (ev >) 
%0  (%6'ZE-) 
Hoy Wh 


866) O66 


yzv Geer) 
“ocr GED Tl EME poogusy O66 b GUN UENO MUR ed 2,071eA0 4 


: mMaiH yoea ‘IaAdMOY ‘S9I}Se ue < 
%80 (hv Lb) ‘6| | a0edsolay 4 4 HSEid pue LINV 


8661 86-0661 ; 
w2IEUS UML -  § SUOI||IIN ODIX9IN 


O!IXdIJ 0} SJIOdxy ueipeuey 0} S}JJOdXo |2}0} JO %OQ JBAO JOJ JUNODIE 
S661 oat 494}960} pue Y% Op sayjoue dn ayew | Dd] pue 
SAIJOWO NY ‘pooj-1Hy aie OD1xa|,j 0} SJUOdxa 
10}99S epeuegd Wea] jo Jey Ajieau ayIUAA 
‘“abuel YE} 0} YZ 9y} ul payenjzonyy 
SPY SIEYS S,ODIX9I ‘O66] BDUIS «< 


“0661 Ul %OZ Aj4eaU 0} OBE} UI 
Boal Ue 0} %LL 4apun wo Ayjeojeweip paduinf esuawy 
syiodxy ueipeues jo aseys ooIxay ulje7] 0} S}IOdx9 UBIPeUeD JO BIeYS SODIXO|] wm 
PIMAaWY ule] OJ] suodxa 
ISIPUBYIIAW UPIPCUBD JO Y}lf © JSOW/E JOJ SJUNOIIP ODIXa/J 


Nearly 40% of Team Canada sector exports to Brazil are ICT and 
Aerospace 


Brazil Share of Canadian Exports 


# Brazil's share of Canada's exports to to Latin America 


Latin America rebounded dramatically in 
the 1990's. However, because of the 
financial crisis in that country, the share 
fell sharply in 1998. 


Eight of the 10 Team Canada sectors ws 
showed double digit growth rates in the 1990 1998 


1990's. The ICT sector experienced Canadian Exports to Brazil 


exceptional growth, increasing from $16 Millions $ - Growth* Share** 
million in 1990 to more than $266 million : " 
in 1998 — 43.2% growth per year on Aerospace | TT 7.5% 19.3% 


1990-98 1998 


average. Agri-Food} . ee 
amr [] 8.2 é » 0.9% 
Automotive aed mw 11.7% 
Building iar | : ($9 4% 14.2% 


Pe || ] 20.8 G70% 2.3% 


Enviro | 1.1 5 0.1% 
Health [| 13.0 C % 1.4% 


Plastics [| 19.0 


Total; si a 
— & 
coors| | Z| 88799 BHD 


“Average annual growth rate 


| le L ‘ “Share of Team Canada Sector exports to Brazil 
Industry Canada __ Industrie Canada Source: Industry Canada compilations based on Statistics Canada data. 
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Argentina has increased in importance as a destination for 
Canadian goods in all Team Canada Sectors 


m Argentina's share of Canadian exports 
to Latin America increased almost 
three fold, from 1.4% in 1990 to 4.3% in 
1998. 


Argentina Share of Canadian Exports 
to Latin America 


All Team Canada sectors have been 
exhibiting tremendous export growth 
during the 1990's — between 25 and 60 a 
percent per year. WEEK Ra 
Canadian Exports to Argentin Y % 
> Building Products and ICT ‘eer aa ‘on ee 
represent almost 50% of all Team Aerospace || _| at] 41. 6 4990 1998 24.5%) 3.8% 


Canada Sector exports to agriood[ | 369 ee % 12.0% 
Argentina. a ay aa 


Building | 


ERE [| 10.7 


Enviro | 0.8 


Health [| 9.1 


Plastics 


Total ° 
pe ee 


“Average annual growth rate 
a **Share of Team Canada Sector exports to Argentina 
Industry Canada ___ Industrie Canada Source Industry Canada compilations based on Statistics Canada data. 
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Almost $45 billion worth of Canadian outward FDI! stock is in Latin 


America 


= Unlike for inward FDI, Latin America 
is a popular destination for Canadian 
outward FDI. 


>» The region's share of Canadian 
outward FDI has grown ata 
staggering pace in the 1990's, 
more than doubling the share 
from 8% in 1990 to 18% in 1998. 


Barbados (33%), Bahamas 
(14%) and Bermuda (11%) 
together account for almost 60 
percent of Canadian outward 
FDI in Latin America. 


Perhaps, generous tax 
treatment of FDI by the host 
economies explains this 
pattern. 


hae Industry Canada ___— Industrie Canada 


Latin America Share of 
Canadian Outward FDI Stock 


fl Latin America 


0 
1985 1990 1998 


Canadian Outward FDI Stock in Latin America 


Billions $ 
Share* Share* 
1990 1998 


Mexico ; 1990__1998 3.0% 5.2% 


Argentina Do: 


31.7 71.6% 


*Share of Latin America CDIA 
“Bahamas, Barbados and Bermuda 
Source: Industry Canada compilations based on Statistics Canada data 
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Annex — Latin America 


Top 5 Exporters to Argentina Top 5 Exporters to Chile 
Share Share Growth Share Share Growth 


$US Billions, 1996 1989 (%) 1996 (%) 1989-96 (%) $US Billions, 1996 _ 1989 (%) 1996 (%) 1989-96 (%) 


USA] — (15.6 25.0 223 25.7 —(14.9 23.8 27.2 A7i2 
Brazil] in ine ase 5.5 9.3 23.8 
Italy : 6.3 657 28.6 O87. 6.3 6.7 
Germany 9.6 6.2 20.0 1.6 5.1 35.5 
France| 4.6 5.3 30.3 10.3 4.6 2.4 

Rank Rank 
18} Canada [Jo.s 0.7 4.2 37.7 13 Canada []o.4 Mihara 2.3 23.0 


Top 5 Exporters to Brazil Top 5 Exporters to Mexico 
Share Share Growth Share Share Growth 


$US Billions, 1996 1989 (%) 1996(%) 1989-96 (%) US Billions $, 1996 1989 (%) 1996 (%) 1989-96 (%) 


Argentina} 6.2 14.1 28.5 Japan| |3.7 3.5 4.8 18.0 
Germany | 8.7 10.1 16.8 Germany |]|2.7 3.7 3.5 42.0 
Korea |/1.2 
Italy 2.8 6.6 28.8 | 1.4 1.6 18.9 
: Canada|o.9 
Japan| 6.6 4.5 8.2 1.6 1.2 s2 
Rank 
“iy. “st 
Oe Canada| |1.1 2.5 ris 11.9 


Source: Industry Canada compilations based on data from the World Trade Database. 
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